
IN RE:

BEFORE

THE PUBLIC SERVICECOMMISSIONOF

SOUTHCAROLINA

DOCKET NO. 2012-5-G- ORDERNO. 2012-959

DECEMBER21,2012

AnnualReviewof PurchasedGas
AdjustmentandGasPurchasingPoliciesof
SouthCarolinaElectric& GasCompany

) ORDERON PGAAND
) ADOPTING
) SETTLEMENT
) AGREEMENT

This mattercomesbeforethePublic ServiceCommissionof SouthCarolina("the

Commission")for annualreviewof the PurchasedGasAdjustment("PGA") andtheGas

Purchasing Policies of South Carolina Electric & Gas Company ("SCE&G" or

"Company"),asrequiredby OrderNo. 87-898,issuedon August 14, 1987. Pursuantto

that order, the Commissionopenedthe presentdocket for the purposeof conducting

SCE&G's 2012 annualPGA review. On June 13, 2012, the Commissionscheduleda

hearingfor this matter for November8, 2012, and issueda notice of hearingand set

returndatesfor intervention. Theperiodunderreview in this docketis August 1,2011,

throughJuly 31,2012("Review Period").

As the naturalgasutility underreview, SCE&Gwas automaticallymadea party

to the proceeding. By letter dated June 13, 2012, the Commission instructedthe

Companyto publishthe Notice of Hearingin a newspaperof generalcirculation in the

affectedareasadvising all interestedpartiesof the mannerand time in which to file

pleadingsto obtain the right to participatein this proceeding. The Commissionfurther

instructedSCE&G to providenotification of the PGA reviewto eachaffectedcustomer
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via U.S.Mail or by electronicmail to thosecustomerswho haveagreedto receivenotices

by electronicmail on or before September4, 2012,and to provide certification on or

before September24, 2012. The Company timely filed affidavits and proofs of

publicationto confirm its compliancewith the Commission'sinstructionson August27,

2012.

The SouthCarolinaOffice of RegulatoryStaff ("ORS") is a party in this matter

pursuantto S.C.CodeAnn. § 58-4-10(Supp.2011). No otherpartiessoughtto intervene

in this proceeding.

By letterdatedJune13,2012,theCommission'sClerk's Office issuedscheduling

directionsto all partiesestablishingthe datesfor the parties to pre-file testimonyand

exhibits in this case.

On September27, 2012, SCE&G pre-filed the direct testimonyof witnessesM.

ShaunRandall,J. Darrin Kahl, and Harry L. Scruggs. On October11,2012, ORSpre-

filed thedirecttestimonyof witnessesJohnO. PowersandCareyM. Stites.

On October 31, 2012, ORS and SCE&G (the "Settling Parties") filed a

comprehensiveSettlementAgreement("SettlementAgreement")whereinthey stipulated

to aresolutionof all issuesin theproceeding.

TheCommissionconducteda formalhearingin thismatteronNovember8, 2012,

beginningat 10:30 a.m. in the hearingroom of the Commission,with the Honorable

David A. Wright presiding. K. ChadBurgess,Esquire,and MatthewW. Gissendanner,

Esquire,representedtheCompany.JeffreyM. Nelson,Esquire,representedORS.
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At the opening of the hearing, Mr. Nelson moved the Settlement Agreement into

the evidence of record. The Settlement Agreement, as modified by Hearing Exhibit No.

4, is identified as Order Exhibit No. 1 .I

In support of its PGA and Gas Purchasing Policies and the Settlement Agreement

and as stipulated in the Settlement Agreement, SCE&G presented direct testimony from

M. Shaun Randall, J. Darrin Kahl, and Harry L.

testimony from John O. Powers and Carey M. Stites.

Scruggs. ORS presented direct

Consistent with the terms of the

Settlement Agreement, the witnesses who pre-filed direct testimony in this proceeding

and orally presented such testimony before the Commission were subject to questioning

by the Commissioners, and not by any party.

The Commission has considered the testimony and the exhibits of the witnesses

and the other evidence of record in this proceeding including the Settlement Agreement,

as modified by Hearing Exhibit No. 4. Based on the evidence of record, the Commission

concludes, as the Settling Parties have stipulated, that adoption of the Settlement

Agreement, as modified by Hearing Exhibit No. 4, is in the best interest of SCE&G's

customers, the State of South Carolina, and the financial integrity of the Company.

In making this finding, the Commission specifically finds that during the Review

Period, SCE&G (a) properly administered the purchased gas adjustment and correctly

I The pre-filed direct testimony of SCE&G Witness Scruggs and the Settlement Agreement

provided for allocation factors of 66.41% for Residential, 31.15% for Small General Service/Medium
General Service of 31.15%, and 2.43% for Large General Service. At the hearing, the Commission noted
that these percentages totaled 99.99% rather than 100% which the Settling Parties acknowledged was due
to rounding. At the request of the Commission, SCE&G recalculated the demand allocation factors and
submitted Hearing Exhibit No. 4, which reflected the new demand allocation factors as follows: Residential
66.41%; Small General Service/Medium General Service 31.16%; and Large General Service 2.43%.
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adjusted the gas cost recovery factors for each customer class in accordance with the

terms of Order No. 2006-679 as modified by Order No. 2009-910; (b) employed prudent

gas purchasing practices and policies; (c) recovered its gas costs consistent with

applicable tariffs and Commission orders and administered the PGA in a prudent and

reasonable manner; (d) conducted and administered its hedging program consistent with

the authorization granted in Order No. 2006-679 and as modified in Order Nos. 2008-546

and 2012-39; and (e) was prepared during the Review Period and is currently prepared to

meet its firm customers' projected needs via its future supply and capacity asset plans.

The Commission further finds that the monthly adjustment procedure and

notification procedure for total cost of gas factors as adopted in Commission Docket No.

2006-5-G, Order No. 2006-679, as modified in Docket No. 2009-5-G, Order No. 2009-

910, should be maintained. The Settling Parties have agreed, and we find it appropriate,

that the demand charges included in the total cost of gas factors will continue to be

calculated as set forth in Commission Docket No. 2006-5-G, Order No. 2006-679, by

distributing such costs among the rate schedules based upon a 50-50 allocation of peak

design day demand and annual forecast sales. SCE&G agrees to use the 50-50 allocation

of peak design day demand and annual forecast sales for demand charges in any

recalculation of total cost of gas factors. We further find the allocation factors of

Residential 66.41%, Small General Service/Medium General Service 31.16%, and Large

General Service 2.43%, as set forth in Hearing Exhibit No. 4, to be appropriate for use in

the cost of gas calculations beginning with the first billing cycle of January 2013.
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We acceptthe useof the costof gascalculationsfor the periodAugust 1,2011,

throughJuly 31,2012, assetforth in SettlementExhibit No. 1, which is attachedhereto

asapartof OrderExhibit No. 1.

The Commissionfurther approvestheauthority of SCE&Gto continueto charge

and recovercarrying costs,if applicable,on the cumulativetotal over/undercollection

balancesusing the samemethod and with the same limitations as set forth by the

Commissionin DocketNo. 2006-5-G,OrderNo. 2006-679,for the samereasonssetforth

in that Order. Pursuantto that Order and in the eventof an over-collectionbalance,

carryingcostsshallbecreditedto customers.

The Commissionalso finds that the Companyconductedits hedging program

during the Review Period prudently and consistent with the approvals granted in

CommissionOrderNos. 2006-679and 2007-595asmodified by OrderNos. 2008-546

and 2012-39. We further find that the Company last acquired a financial hedging

position on January10, 2012,in compliancewith the provisionsof CommissionOrder

No. 2012-39, and that all of SCE&G's outstandinghedgepositions will expire by

December31, 2012. Until suchtime as all of SCE&G's existing hedgesexpire, the

Commission finds that SCE&G's hedging program shall continue to be operated

independentof and shall be accountedfor separatefrom its purchaseof physical gas

supply.

SCE&G shall continueto report to ORSand the Commissionwithin 30 daysof

the close of eachmonth the resultsof its existing financial hedgesalong with other

informationas stipulatedin the SettlementAgreement,as modifiedby HearingExhibit



DOCKETNO. 2012-5-G- ORDERNO. 2012-959
DECEMBER21,2012
PAGE6

No. 4. Following the expiration of all of SCE&G's existing hedges,SCE&G shall no

longerbe required to submit reportson the hedgingprogramto anyone,including the

Commission and ORS. Based on the testimony and exhibits and the Settlement

Agreemententeredinto the recordof this proceeding,asmodified by Hearing Exhibit

No. 4, the Commissionfinds that the Company'sgaspurchasingpolicies and practices

during the ReviewPeriodwere reasonableandprudent. The Commissionfurther finds

that all matterscontainedin the SettlementAgreement,asmodifiedby HearingExhibit

No. 4, are appropriatefor adoption in this proceedingand therefore finds that the

SettlementAgreement,asmodifiedby HearingExhibit No. 4, is in thepublic interestand

is areasonableresolutionof all issuesin this case.

NOW THEREFORE,basedupon the foregoing, IT IS HEREBY DECLARED

AND ORDEREDTHAT:

1. The SettlementAgreement,asmodifiedby HearingExhibit No. 4, which

wasstipulatedto by the SettlingPartiesandacceptedinto therecordwithout objection,is

incorporatedinto and madea part of this Order as Order Exhibit No. 1. Further,the

SettlementAgreement,as modified by Hearing Exhibit No. 4, constitutesa reasonable

resolutionto this proceedingandis herebyadoptedassuch.

2. During the Review Period, SCE&G properly administeredthe PGA.

SCE&G also correctlyadjustedthe gascostrecoveryfactorsfor eachcustomerclassin

accordancewith the terms of Order Nos. 2006-679and 2009-910,which factors are

herebyapproved.
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3. SCE&G's gaspurchasingpoliciesandpracticesduring theReviewPeriod

werewithin the guidelinesestablishedin prior Commissionordersandwere reasonable

andprudent.

4. Theappropriatecostof gascalculationsfor theReviewPeriodaresetforth

in OrderExhibit No. 1.

5. The demandchargesincluded in the total cost of gas factors should

continueto be calculatedas set forth in CommissionDocketNo. 2006-5-G,OrderNo.

2006-679,by distributing such costs among the rate schedulesbasedupon a 50-50

allocationof peakdesigndaydemandandannualforecastsales.

6. The monthlyadjustmentprocedureandnotificationprocedurefor thetotal

cost of gasfactorsasadoptedin OrderNo. 2006-679,as amendedby OrderNo. 2009-

910,shallbemaintained.

7. Theallocationfactorscontainedin HearingExhibit No. 4 areappropriate

andshouldbe usedfor cost of gascalculationsbeginningwith the first billing cycle of

January2013.

8. SCE&G shallcontinueto chargeandrecovercarryingcosts,if applicable,

on the cumulativetotal over/undercollection balancesin the samemethodandwith the

samelimitations as set forth by the Commissionin Docket No. 2006-5-G,OrderNo.

2006-679. In the eventof anover-collectionbalance,carryingcostsshallbecreditedto

customers.
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9. SCE&G conducted its hedging program during the Review Period

prudentlyand consistentwith the approvalsgrantedin DocketNo. 2006-5-G,OrderNo.

2006-679andmodifiedby OrderNos.2008-546and2012-39.

10. SCE&G's existing hedgesshall continueto be maintainedand managed

consistentwith the Company'sapprovedhedgingprogram. As notedpreviouslyin this

Order,all of SCE&G's outstandinghedgepositionswill expireby December31,2012.

11. SCE&G shall continueto report to ORS andthe Commissionwithin 30

days following the close of each month the results of the hedging programfor the

precedingmonthsas stipulatedin the SettlementAgreement,as modified by Hearing

Exhibit No. 4.

12. Theactualbalancein theCompany'sunbilledgascostadjustmentaccount

shall continue to be applied to the PGA over/undercollection calculation, and the

Companyshall considerthis unbilled gas cost adjustmentaccountin all future PGA

calculations. Future monthly adjustmentsshall continueto be applied to the demand

componentof thecostof gasfactor.
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13. This Order shall remain in full force andeffect until further Orderof the

Commission.

BY ORDER OF THE COMMISSION:

David A. Wright, Chairman

ATTEST:

Randy Mifl:hell, _ice Chairman

(SEAL)
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2012-5-G

October 31, 2012

IN RE:
Annual Review of Purchased Gas

Adjustment and Gas Purchasing Policies of
South Carolina Electric & Gas Company

)
) SETTLEMENT

) AGREEMENT

)

This Settlement Agreement ("Settlement Agreement") is made by and between the South

Carolina Office of Regulatory Staff ("ORS") and South Carolina Electric & Gas Company

("SCE&G" or "Company") (collectively referred to as the "Parties" or sometimes individually as

"Party");

WHEREAS, on June 13, 2012, the Public Service Commission of South Carolina

("Commission") issued the notice of hearing for the 2012 Annual Review of Purchased Gas

Adjustment and Gas Purchasing Policies ("PGA") of SCE&G;

WHEREAS, the purpose of this proceeding is to review matters related to SCE&G's gas

purchasing practices and policies, administration of its purchased gas adjustment, and the

recovery of its gas costs;

WHEREAS, the period under review in this docket is August 1,2011, to July 31, 2012

("Review Period");

1 of 8
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WHEREAS, ORS examined the books and records of SCE&G and conducted inquiries

and analyses related to the Company's gas purchasing practices and policies, administration of

its purchased gas adjustment, and the recovery of its gas costs for the Review Period;

WHEREAS, ORS determined that during the Review Period, SCE&G: a) properly

administered the purchased gas adjustment and correctly adjusted the gas cost recovery factors

for each customer class in accordance with the terms of Order No. 2006-679 as modified by

Order No. 2009-910; b) employed prudent gas purchasing practices and policies; c) recovered its

gas costs consistent with applicable tariffs and Commission orders; d) conducted and

administered its hedging program in a manner consistent with the authorization granted in Order

No. 2006-679, as modified in Orders No. 2008-546 and 2012-39; and e) was prepared during the

Review Period and is currently prepared to meet its firm customers' projected needs via its future

supply and capacity asset plans;

WHEREFORE, the Parties have engaged in discussions and in the spirit of

compromise, the Parties hereby stipulate and agree to the following terms and conditions:

1. The Parties agree to stipulate into the record before the Commission this Settlement

Agreement. The Parties further agree to stipulate into the record without cross-examination the

pre-filed direct testimony and exhibits of J. Darrin Kahl, Harry L. Seruggs, and John O. Powers,

and the pre-filed direct testimony of M. Shaun Randall and Carey M. Stites. Furthermore, each

witness will take the stand to present his or her testimony and, if necessary, make non-material

changes to their testimony comparable to those that would be presented via an errata sheet or

through a witness noting a correction. With respect to this Settlement Agreement, Company

Witness M. Shaun Randall is the witness designated to be primarily responsible for providing

support for the Settlement Agreement at the hearing scheduled in this case.

2 of 8
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2. For the purpose of setting the gas cost recovery factors, the Parties accept the use of

the cost of gas calculations for the period August 1, 2011, through July 31, 2012, set forth in

Settlement Exhibit No. 1 attached hereto (Exhibit No. __ HLS- 1).

3. The Parties agree to maintain the monthly adjustment procedure and notification

procedure for the total cost of gas factors as adopted in Commission Order No. 2006-679 and as

amended by Commission Order No. 2009-910.

4. The Parties acknowledge the demand charges included in the total cost of gas factors

will continue to be calculated as set forth in Commission Order No. 2006-679 in Docket No.

2006-5-G by distributing such costs among the rate schedules based upon a 50-50 allocation of

peak design day demand and annual forecast sales. SCE&G agrees to use the 50-50 allocation of

peak design day demand and annual forecast sales for demand charges in any recalculation of

total cost of gas factors under this Settlement Agreement. The Parties agree that the allocation

factors contained on page 3 in Mr. Scruggs' pre-filed direct testimony (Residential 66.41%;

Small General Service/Medium General Service 31.15%; and Large General Service 2.43%) are

appropriate and should be used for the cost of gas calculations beginning with the first billing

cycle of January 2013.

5. As part of this Settlement Agreement, the Parties agree that SCE&G shall continue to

charge and recover carrying costs, if applicable, on the cumulative total over- or under-collection

balances in the same method and with the same limitations as set forth in Commission Docket

No. 2006-5-G, Order No. 2006-679.

6. The Parties agree that

Commission Order No.

the hedging program and methodologies approved by

2006-679 in Docket No. 2006-5-G for the Company's natural gas

3 of 8
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supplies were conducted and administered during the Review Period in a manner consistent with

Order No. 2006-679, as modified by Order No. 2008-546 and Order No. 2012-39.

7. The Parties agree that SCE&G's hedging program was operated in compliance with

the provisions of Commission Order No. 2012-39 in that the last financial hedging positions the

Company acquired were on January 10, 2012, and all of SCE&G's outstanding hedge positions

will expire by December 31, 2012.

8. Until such time as all of SCE&G's existing hedges expire, SCE&G agrees to continue

reporting to the Commission and ORS within 30 days following the close of each month the

results of the hedging program for the preceding month, which report shall include the hedging

transactions closed-out during the month, the additions to or subtractions from the cost of gas

resulting from closed-out contracts, the costs of operating the program during the month, and a

list of open transactions as of the last day of the month for each succeeding month. Following

the expiration of all of SCE&G's existing hedges, SCE&G shall not be required to submit reports

on the hedging program to the Commission or ORS unless and until the Commission orders

otherwise.

The Parties further agree that, until such time as all of SCE&G's existing hedges expire,

SCE&G's hedging program shall continue to be operated independent of and shall be accounted

for separate from its purchase of physical gas supply.

9. ORS is charged by law with the duty to represent the public interest of South Carolina

S.C. Code § 58-4-10(B)(1) through (3) reads in part aspursuant to S.C. Code § 58-4-10(B).

follows:

•.. 'public interest' means a balancing of the following:

(1) concerns of the using and consuming public with respect to

public utility services, regardless of the class of customer;

4 of 8
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(2) economic development and job attractionand retentionin

South Carolina;and

(3) preservationof the financialintegrityof the State'spublic
utilitiesand continued investmentin and maintenance of

utilityfacilitiesso as to provide reliableand high quality

utility services.

ORS believesthisSettlementAgreement reached among the Partiesservesthe public

interestas definedabove.

I0.The Partiesagrecto advocatethattheCommission acceptand approvethisSettlement

Agreement in itsentiretyas a fair,reasonableand fullresolutionof allissuesin the above-

captionedproceeding and to take no actioninconsistentwith itsadoption by the Commission.

The Particsagree to use reasonablecffortsto defend and supportany Commission orderissued

approving this Settlement Agreement and the terms and conditions contained herein.

11. The Parties agree that signing this Settlement Agreement will not constrain, inhibit,

impair, or prejudice their arguments or positions held in other collateral proceedings, nor will it

constitute a precedent or evidence of acceptable practice in future proceedings. If the

Commission declines to approve the Settlement Agreement in its entirety, then any Party

desiring to do so may withdraw from the Settlement Agreement without penalty or obligation.

12. This Settlement Agreement shall be interpreted according to South Carolina law.

13. The above terms and conditions fully represent the agreement of the Parties hereto.

Therefore, each Party acknowledges its consent and agreement to this Settlement Agreement by

affixing its signature or by authorizing its counsel to affix his or her signature to this document

where indicated below. Counsel's signature represents his or her representation that his or her

client has authorized the execution of the agreement. Facsimile signatures and e-mail signatures

shall be as effective as original signatures to bind any Party. This document may be signed in

counterparts, with the various signature pages combined with the body of the document

5 of 8
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constituting an original and provable copy of this Settlement Agreement. The Parties agree that

in the event any Party should fail to indicate its consent to this Settlement Agreement and the

terms contained herein, then this Settlement Agreement shall be null and void and will not be

binding on any Party.

[SIGNATURES ON THE FOLLOWING PAGES]

6 of 8
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WE AGREE:

Representing the South Carolina Office of Regulatory Staff

rolina Office of Regulatory Staff
[_0'1 Main Street, Suite 900
Columbia, SC 29201

Phone: (1103) 737-0823

Fax: (I]03) 737-0895

Email: jnelson@regstaff.sc.gov
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WE AGREE:

Representing South Carolina Electric & Gas Company

K.
Matthew W. Gissendanner, Esquire
South Carolina Electric & Gas Company
Mail Code C222

220 Operation Way
Cayce, South Carolina 29033-3701
Phone: (803) 217-8141

Fax: (803) 217-7810
Email: ehad.burgess@scana.com

Mitchell Willoughby, Esquire

Willoughby & Hoefer, P.A.
Post Office Box 8416

930 Kiehland Street
Columbia, SC 29202-8416

Phone: (803) 252-3300

Fax: (803) 256-8062
Email; mwilloughby@wiiloughbyhoefer.com
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BEFORE

THE PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA

DOCKET NO. 2012-5-G

IN RE:

Annual Review of Purchased Gas )

Adjustment and Gas Purchasing Policies )
Policies of South Carolina Electric & )

Gas Company. )
)

HEARING EXHIBIT NO. 4

In its pre-filed direct testimony, South Carolina Electric & Gas Company ("SCE&G")

presented demand allocation factors totaling 99.99% (Residential 66,41%; Small General

Service/Medium General Service 31.15%; and Large General Service 2.43%). At the public

hearing in the above-referenced docket, SCE&G was asked to provide demand allocation factors

totaling 100%. In response to this request, SCE&G has recalculated its demand allocation

ti_ctors and rounded the results where appropriate. The new demand allocation factors are as

follows:

Residential

Small General Service/Medium General Service

Large General Service

66.41%

._l.16Vo

2.43%

Total 100%


